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4 FHLBank Boston

Cautionary Statements Regarding Forward-
Looking Statements & Disclaimer

Forward-looking statements: This presentation, including any preliminary and unaudited financial highlights herein, uses forward-looking statements
within the meaning of the "safe harbor" provisions of the Private Securities Litigation Reform Act of 1995 and is based on our expectations as of the
date hereof. All statements other than statements of historical fact are “forward-looking statements,” including any statements of the plans, strategies,
and objectives for future operations; any statement of belief; and any statements of assumptions underlying any of the foregoing. The words
‘expects”, “to be”, “continue”, “unlikely”, and similar statements and their negative forms may be used in this presentation to identify some, but not all,
of such forward-looking statements. The Bank cautions that, by their nature, forward-looking statements involve risks and uncertainties, including, but
not limited to, the uncertainty relating to the timing and extent of FOMC market actions and communications (including effects on, among other things,
demands for deposits); economic conditions; and changes in interest rates and indices that could affect the value or performance of financial
instruments. In addition, the Bank reserves the right to change its plans for any programs for any reason, including but not limited to legislative or
regulatory changes, changes in membership, or changes at the discretion of the board of directors. Accordingly, the Bank cautions that actual results
could differ materially from those expressed or implied in these forward-looking statements or could impact the extent to which a particular objective,
projection, estimate, or prediction is realized, and you are cautioned not to place undue reliance on such statements. The Bank does not undertake to
update any forward-looking statement herein or that may be made from time to time on behalf of the Bank.

Disclaimer: The data, material, and information provided in this presentation (“Content”) does not, and is not intended to, constitute legal, accounting,
consulting, or other professional advice. The Content is for general informational purposes only, may not constitute the most up-to-date legal,
accounting, or other information, and may become stale. Some Content is unaudited. The Content does not necessarily represent the views of the
Bank or its management, and should not be construed as indicating the Bank’s business prospects or expected results. Content identified herein with a
third-party source is provided without any independent verification by the Bank, the Bank does not guarantee the accuracy, adequacy, completeness,
timeliness or availability of any Content, and the Bank expressly disclaims any responsibility for providing any additional information that might be
necessary to make the Content not misleading. Accordingly, you are cautioned against placing any undue reliance on the Content. You should consult
with your accountants, counsel, financial representatives, consultants, or other advisors regarding the extent the Content may be useful to you and
with respect to any legal, tax, business or financial matters. In no event shall the Bank be liable for any damages, costs, expenses, legal fees, or
losses (including lost income or lost profit and opportunity costs) in connection with any use of the Content. Reproduction of any Content, in any form,
is prohibited except with the Bank'’s prior written consent.
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Overview

« Markets & Economy Update
 Peer Analysis & Call Report Trends
 Balance Sheet Strategies
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Poll Question

The Federal Funds Target Range is currently 5.25% to 5.50%. Three
Fed meetings are left in 2024 - September, November and December.
How many rate cuts (in 25 basis point increments- i.e., a 0.50%
cut counts as two cuts) do you believe will happen in 20247

A: zero to one cut (Lower limit of 5.00% or higher)
B: two to three cuts (Range between 4.50% to 5.00%)

C: four to five cuts (Range between 4.00% to 4.50%)
D: six or more cuts (Upper limit of 4.00% or lower)
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Poll Result Analysis

What rate path are members rooting for?

o

Rate Cuts

Increased Liability Sensitivity
\ £

5% Deposit Rates
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Markets & Economy Update

Yield Curve Shifts
Mortgages & Credit Spreads
Inflation & Unemployment
Health of the Consumer
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Yield Curve Gyrations

In the last two months, sentiment has shifted as the market has advanced rate cut
expectations.

Yield Curve Steepness
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Lower Mortgage Rates & Narrowing Spreads

Mortgage rates have come down, and spreads have tightened from historically high
and wide levels.

Mortgage Rates & Spreads
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Credit Spreads

In a reversal from 2023, credit spreads have widened as rates moved lower.

Interest-Rate Hedged Corporate Bond ETF Performance:
Price Indexed to 100 at 1/1/2022
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Inflation

Headline readings continue to improve, but the compounding effect is still very much in
play.

Consumer Price Index & Personal Consumption Expenditures, Y/o/Y Change
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Unemployment

On the national level, unemployment is starting to tick up, but New England continues
to outperform national.

Change in U/E rate from the low
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Consumer Wealth Effect
An odd dynamic is at play, as wage growth is still historically strong yet is trending down.

Median Hourly Wage Growth
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Peer Analysis & Call Report Trends

» Margin Trends

* Drivers of Interest Expense

» Loan Mix Shifts

* Growth

* Investment Portfolio Changes
* Deposit Composition
 Credit
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Net Interest Margin Stabilizing?

Positive trends in the second quarter with nearly half of banks and 80% of credit unions
seeing margin expansion.

Banks: Q/o/Q NIM Change Credit Unions: Q/o/Q NIM Change
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Banks: Margin Support

The magnitude of asset yield improvements ticked up, while changes in funding costs

continued to moderate.
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Credit Unions: Margin Lift

The trend of relatively rapid loan and investment yield repricing, as well as deposit
cost stability, continues.
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Credit Unions: Asset Yield Changes Q/o/Q
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Banks: What Drives Interest Expense?

Interesting relationships exist between those with higher interest expense and various
balance sheet and income statement characteristics.
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Credit Unions: What Drives Interest Expense?

Interesting relationships exist between those with higher interest expense and various
balance sheet and income statement characteristics.

Credit Unions: Correlation with Interest Expense
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Loan Mix Evolving

Members are remixing their loan portfolios to help alleviate NIM pressure.

Bank Loan Mix
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Loan Growth Rates Indicative of Loan Remix

There is a movement to remix the loan portfolio towards commercial loans due to higher yields.
Progress is slow due to the lack of paydowns on current loans, but there is a movement from

consumer to commercial loans.
Bank Loan Type Growth Rates
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Deposit Mix Shift Towards CDs is Moderating

There have been some positive trends in the growth for term and non-maturity
deposits that accelerated in the second quarter.
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Investment Yields Rebounding

Investment yields have steadily increased for banks and credit unions as the rate

environment improves.

% of Banks: Investment Yield Ranges
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Total Balance Sheet Growth Trends
Credit unions have tapped the brakes on growth more so than banks.

Banks: Asset Growth Rate
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Any Signs of Credit Stress Yet?

There were small signs of growing delinquencies from very low levels. Reserve
coverage remains strong.

Past Due & Non-Accruals/Commercial Real Estate Loans
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Balance Sheet Strategies

* What's Next for Rates?
 Lending, Investment & Deposits
* Funding Strategies
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Where Do We Go From Here?

The timing, magnitude and even direction of intermediate rates may be just as or more
impactful than the oft-discussed path of short-term rates.
Effective Fed Funds Rate & 5-year Treasury Rate
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Preparing for Different Rate Scenarios

What's the balance sheet’s pain point, and how does that reconcile with the likelihood
that the scenario may play out?

_ Soft Landing Hard Landing Higher for Longer

Short Rates Down in line with Down more than Down less than expectations
expectations expectations
Long Rates Tough to stay inverted if short  Room to rally with short rates Pressure to the upside
rate move is controlled now lower
Credit/Loan Demand Not great, not bad Likely to weaken Idiosyncratic, potential for

pressure from refinancings

Deposit Growth Not great, not bad More optimal conditions for ~ Continued pressure from high
inflows rates
Interest-Rate Risk Gradual shifts over time Shift towards asset sensitive  Liability sensitivity pressures
likely to remain
Liquidity Conditions Dependent on deposit growth  Improved, especially if move  Likely to remain pressured,
as asset cash flows likely to in rates is larger enough to even if growth stalls
remain muted see prepay acceleration
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Lending, Investment & Deposit Questions
Balancing today’s interest-rate and liquidity risk profile vs. the expected future state.

Are spreads wide enough

for a tight liquidity, end of

credit cycle, inverted yield
curve environment?

s there capacity and
inclination to replace
and/or grow?

s the CD to NMD
Deposits migration over, or just
slowing?
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Wholesale Funding Strategies

Balancing competing forces of interest-rate risk, liquidity risk and margin pressure.

FIoating-Rate « Short rates but long liquidity, some with
Advances prepay flexibility

* Interest cost savings with a margin of
cushion

Putable Advances

Classic Advances « Modest extension to fade market rallies
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Floating-Rate Advances

Funding that reprices with market rates, but with term liquidity and prepayment
benefits.
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DNA Floater vs. Classic Summary

Cheaper day 1 rate Same paydown frequency
11 months longer maturity Less spread risk
Source: FHLBank Boston 34
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Putable Advances

Volatility remains elevated, with cost savings opportunities immediately and
particularly in soft landing scenarios where deposit rates may lag on the way down.

HLB-Option Advance and Classic Advance Curves
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SOFR Flipper Advance

Like the HLB-Option Advance, with the
SOFR Flipper Advance, the member can
tailor the maturity, the lockout period and

the put frequency

It differs from the fixed-rate HLB-Option in
that the SOFR Flipper is a floating-to-fixed
advance

Members select the amount of discount
(vs. SOFR) for the floating period

Example #1: Syr/1yr Qtrly
SOFR -100 during the lockout period (day
1 rate of 4.34%)
Fixed rate of 3.54% if not put at 1yr mark

Example #1: Syr/1yr Qtrly
SOFR -200 during the lockout period (day
1 rate of 3.34%)
Fixed rate of 4.02% if not put at 1yr mark

Source: FHLBank Boston
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Classic Advances

Fixed rate borrowings offer different ways to hedge interest-rate and liquidity risks.

Three-month and Implied Three-month Classic Advance,
nine months forward
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Fixed-Rate Funding Strategies

Modest extension to capture priced-in
rate cuts, where wholesale funding need
is likely to still be needed

Forward-starting advances to “pre-
replace” term deposits and/or Bank Term
Funding Program

Advance restructures to extend
liabilities by modifying an existing
borrowing, and reducing cost of funds
with no adverse current period income
statement impact

Source: FHLBank Boston
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www.fhibboston.com

= Products & Programs
= Rates
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Andrew Paolillo Derek Hamilton
Andrew.Paolillo@fhlbboston.com Derek.Hamilton@fhlbboston.com
617-292-9644 617-292-9680

2 FHLBank Boston

Strategic partnerships. Reliable funding.
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